Abstract. The problems facing the U.S. health care system are not new; they have been discussed for the last 60 years. The problems have not been solved because, due to fears of government involvement, we have been reluctant to impose central planning and management on the system.
quality and the costs of service are inequitably distributed. The result is a tremendous amount ofpreventable physical pain and mental anguish, needless deaths, economic inefliciency, and social waste. Furthermore, these are largely unnecessary. The United States has the economic resources and organizing ability and the technical experience to solve this problem." ' That was written in 1932 by The Committee on the Costs of Medical Care. We still have not solved the problems, largely because we have been reluctant to impose a central planning and managing authority -a ministry of health -on our health system. That is, we have not wanted government to tell us what to do, where our doc-tars should practice, and how much they should be paid. Instead, we have relied on the free market to allocate health resources and have preserved the fee for service system. As long as we adhere to those choices, the problems will exist -and worsen.
In classical economic theory, the free market system is the ideal method of allocating resources to fulfill the needs of the population. WhJ, doesn't the free market work in health care? 'l'here are two dominant reasons: 1) health insurance insulates consumers from the cost of care, and 2) providers are able to induce demand, that is, determine the volume and type of services that will be given to patients.
To see where the market has failed in health care, let us examine each of its components. (younger, employed groups), and avoiding the bad risk groups -the elderly, the sick, the disabled, the poor, and the unemployed.
In response, the Blues were forced to pursue a similar strategy to remain competitive. This left the higher risk groups unable to obtain private health insurance at an affordable price. In order to rescue some of these groups, Congress passed Medicare and Medicaid in 1965. But Medicare, the social insurance program for the elderly, was accepted by the medical community only because it would continue the existing hospital reimbursement system and provide the "usual and customary" fees for service to physicians.
By adding health insurance in this way for millions of people, Medicare contributed to the inflation of medical costs. Medicaid, on the other hand, has become an underfunded federal-state collaboration to finance care for the poor that is shunned by many providers. Finally, many poor people remain totally uninsured, being ineligible for Medicaid because most states set Medicaid eligibility well below the federal poverty level.
Performance: The U.S. spends a higher percentage of its gross national product (GNP) and more money per capita on health care than any other nation in the world. For example, this country spends 40% more per capita than does Canada, which is often used as a reference point."' In 1965, the U.S. spent 5% of GNP; in 1991, 13%; in the year 2000, a projected 16% (Fig. 1) . In absolute amounts, the U.S. spent 41.6 billion dollars on health care in 1965, and is expected to spend one trillion, six hundred billion dollars in the year 2000" ( in 1965, it was 14%; in 1989, it was 101%. That is, businesses spent more on health care than they made in after tax profits!"
As it spends more than any other country in the world on health care, how well does the U.S. health system perform in terms of such widely used measures as life expectancy and infant mortality? In 1988, Japanese males lived almost 76 years, U.S. males only 72 years; Japanese females lived 82 years, U.S. females, 78.'" In the same year, Japanese infant mortality was 4.8 per 1,000 live births; U.S. infant mortality was IO.'" Another failing of our system is the big disparity in these measures between whites and blacks. In 1989, white American males lived 72.7 years, while the figure for black American males was only 65 years.15 Infant mortality is twice as high for blacks as for whites.'" Health insurance coverage: In 1990 there were 35.7 million uninsured Americans, 65% of whom live in families where a member was working full-time (Fig. 3) , often either in a self-employed business or in a small firm" (Fig. 4) . So, if health insurance is a reward for participating in the economic system, the system is not working. Small businesses are a particular problem -they simply cannot afford to provide their workers with health insurance.
Without insurance, their workers cannot be admitted to the hospital until they have an emergency, and, since they frequently cannot afford ongoing care from a physician, they use the emergency room as their only source of care. Once they are in a hospital, they get less care than those who have insurance.lx Apart from this, they create a huge financial problem for hospitals and physicians who must shift the cost of care to the insured.
Reforming the Current System
Reform of the health care system was one of the most significant issues in the 1992 presidential campaign. During that campaign and the last congressional term, scores of proposals were made to address the problems that plague the system. Before discussing the range of proposals, it is useful to consider the objectives of health reform, which can be used to assess these proposals.
OBJECTIVES
OF HEALTH CARE REFORM l Universal access: Is everyone in the U.S. going to have coverage or will some groups still remain uninsured? Is there a single plan that will cover everyone or will there be multiple plans? If 
PROPOSALS FOR HEALTH CARE REFORM
The proposals that have been introduced in Congress can be arrayed on a spectrum based on the amount of change they will require of the current health care delivery system (Fig. 5) .
1) Require idividunf purchase of he&h insurartw. Such proposals seek to impose financial discipline on health care consumers by having individuals rather than employers purchase health insurance. When employers buy insurance and there are no co-pays, consumers cannot really tell how much medical care costs. Studies show that without co-pays, consumers use more care than they do when cost sharing is imposed.'!' The most "free-market" oriented plans would eliminate employer purchasing of health insurance and force individuals to buy their own insurance, using tax credits as an incentive. I'he poor would receive government subsidies to purchase private health insurance. It is argued that under Such a plan might lower costs, but would leave many patients with unmet needs. It would also fail to address any of the other problems currently facing the system.
2) Enable the uninsured to buy private insurance. Proposals such as the one advocated by former President Bush maintain the current employment-based system of financing, but mandate insurance coverage for the uninsured through the private sector. Vouchers would be used to cover the poor and tax credits would be used to cover the non-poor uninsured. Thus, the existing private insurance system would be used to cover those people not currently served. Universal coverage might be achieved by such a plan if the tax credits and vouchers were adequate. However, without creating any other changes in the delivery system, such a plan would probably increase total costs substantially and not address hospital efficiency, appropriate use of services, physician distribution, and quality of care.
3) Uniform insurance practices. Various proposals seek to increase the administrative efficiency of the financing system. One such approach is to require that the 1,500 health insurance programs currently paying physicians and hospitals use similar forms and reimbursement methods. Such proposals, while they may save some money, do not offer substantial change. 4) Insurance market reform. One proposal seeks to restrain employer purchases of health insurance and to impose discipline on consumers by changing the tax laws to employers. Under such a plan, employers would be allowed to shelter from taxes only a specified level of health insurance expenses per employee; anything over that amount would be taxable: This would provide an incentive to employers to provide less health insurance coverage to their employees, and thereby a lower use of services. The concern is that serious patient needs might go unmet because of the reduction in insurance coverage.
Other proposals would contribute to universal access by improving the ability of small employers to purchase insurance through special pooling arrangements.
Some plans would require all insurance companies to charge the same premium to all applicants for insurance, regardless of health status ("community rating"). Such proposals would certainly improve the chances to obtain insurance coverage, but they would benefit only those who could afford the premiums.
Physicians are very supportive of another proposal -reform of the malpractice system. It calls for alternative conflict resolution through a state or private agency and elimination of contingency fees to lawyers. Although tort reform may eliminate certain aspects of "defensive medicine" and reduce malpractice insurance premiums, it would not reduce overall costs by more than 3% to 5%,20,2' and would not increase insurance coverage or improve the efficiency of other parts of the health care system. 5) Expand Medicaid and Medicare. Some proposals seek to expand Medicaid, a stigmatized and underfunded program, by allowing the uninsured to "buy in." Other plans seek to replace Medicaid with a new public fund. Still other proposals call for expansion of Medicare to cover children under 16 years of age. While these proposals deal with the issue of universal coverage, they leave other problems untouched.
6) Mandatory employer coverage. In order to achieve universal coverage, some reform proposals include a government mandate for employers to provide a certain amount of insurance coverage to their employees.
One variant of such mandated coverage is the "play or pay" option, which gives employers the option of providing a certain package of benefits through a private insurer ("play") or contributing a certain percentage of payroll to a public program which would cover their workers ("pay"). The other variant requires all but the smallest employers to provide a certain level of coverage to all employees who work more than 17.5 hours per week.
Critics of these mandated programs raise concerns about governmental intrusions into the affairs of the private sector and the potentially disastrous impact that these required payments would have on small and marginal employers. The play or pay concept is criticized by those opposed to greater governmental involvement in health care because it would probably lead many employers to drop costly private insurance and pay into the governmental insurance fund. 7) Managed competition. The premise of "managed competition"
is that small purchasers of insurance cannot wield enough marketplace power to negotiate low-cost, high-quality health care options for their clients. This plan envisages the formation of large purchasers by aggregating small employers into larger units in geographical arcas. These purchasing organizations would then deal with selected insurance companies, provider groups. hospitals and HMOs and contract for care under the most favorable terms they could negotiate.
Managed competition attempts to improve the ef'ficiency of the health insurance market by using the power of government and large purchasing organizations to "structure and manage the demand side" of the market." The government would not only select the purchasing units, but also would define a minimum benefit package to be off'ered bv all insurers, HMOs and other health plans. It would also stipulate how universal cv)serage is to be achieved. I'here is great uncertainty that managed competition, which still relies heavily on the ability of private sector competition to contain costs, will be any more effective than previously unsuccessful competitive solutions. The key features of a single payer system are: 1) All citizens would be covered by the same, comprehensive package of benefits; 2) All reimbursements to providers would be made on the same basis with no opportunity for providers to cost shift or otherwise treat people differently based on their insurance coverage; and 3) The single payer would wield great power in influencing the organization, size and structure of the delivery system -how providers are to be paid, their form of organization and range of'services, quality assurance procedures, and their numbers and specialties.
A single payer system would resemble the Canadian health system, often held up as a model for the U.S. to follow. While the financing of care would be governmental, the delivery of health care would remain a predominantly private sector enterprise.
Not only would huch a plan meet the criteria of universal access, cost containment, and financing efficiency, it could be readily designed to meet the criteria ofappropriateness and quality of' services, public accountability, and preventive care orientation. A major drawback of the single payer system, however, is that it may not meet the criterion of patient and provider satisfaction, owing to the major role given to government and to the probable reductions in provider autonomy and patient choice.
10) National Health Seruice. Exemplified by the British system, a national health service (NHS) implies a sociaiized health care system in which government pays the bills, owns all the facilities and employs the personnel.
Establishment of an NHS is not viewed as a likely shortterm scenario for the U.S., since it would involve a major dislocation of the current system and likely would not be acceptable to many of the participants in the system.
What Should We Expect?
Reforms that merely "tinker" with the current system (to the left of managed competition on the continuum shown in Fig. 5 ) cannot adequately satisfy enough of the important objectives of a good health care system. Yet, what is the likelihood that a major overhaul will occur? That depends on the answers to more basic questions: 1) Can we afford the substantial expenditure needed to extend coverage to the entire population? 2) How much free choice in selecting physicians or health plans are our citizens willing to give up? 3) Are we willing to let government run all health insurance programs? 4) Will the necessary "players" be willing to cooperate enough to allow the system to work?
Most learned observers believe that a partial solution -one that lies on the left side of Fig. 5 -is most likely in the short run. But once the insurance market reforms, tax incentives, and the various methods to insure more people are put in place, we will still be left with major disparities in the quality of health care received by the poor and non-poor, problems with access in rural and inner city communities, discrimination in care based on the type of coverage one carries, and seriously escalating health care costs. At some point, the fee for service, free market system must go, and the U.S. will have to join all other industrialized nations on the right side of the spectrum in Fig. 5 .
